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the MACRS method to figure deprecia tion. Under MACRS, tangible 
property used in a rental activity generally falls into a 5-, 7-, or 
27.5-year recovery period. 

A home converted in 1998 to a  rental property would be depre-
ciated over a recovery period of 27.5 years. A stove also used in this 
same rental would be assigned a 7 year recovery period. Property, 
both real and personal, located outside the United States has a lon-
ger recovery period. Although the true physical life of the property 
may be less, under MACRS the recovery period is fixed. MACRS 
requires that a convention for half-year or mid-quarter be used. 
Under this special rule, in the year the property is placed in service 
the depreciation deduction is pro rated. Publication 946, How to 
Depreciate Property, contains tables of depreciation with the con-
ventions already incorpo rated. Examples of the tables are shown 
below. 

MACRS charts 

Table A

MACRS 5-Year Property
Half-year 

convention
Mid-quarter 
convention

Year First
quarter

Second
quarter

Third
quarter

Fourth
quarter

1 20.00% 35.00% 25.00% 15.00% 5.00%
2 32.00 26.00 30.00 34.00 38.00
3 19.20 15.60 18.00 20.40 22.80
4 11.52 11.01 11.37 12.24  3.68

Table B

MACRS 7-Year Property
Half-year 

convention
Mid-quarter 
convention

Year First
quarter

Second
quarter

Third
quarter

Fourth
quarter

1 14.29% 25.00% 17.85% 10.71  3.57%
2 24.49 21.43 23.47 25.51 27.55
3 17.49 15.31 16.76 18.22 19.68
4 12.49 10.93 11.97 13.02 14.06
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Table  I, II

Table 1
Residential Rental Property (27.5-year)

Use the column for the month of taxable year placed in service

Year 1 2 3 4 5 6 7 8 9 10 11 12

1 3.485% 3.182% 2.879% 2.576% 2.273% 1.970% 1.667% 1.364% 1.061% 0.758% 0.455% 0.152%

2 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636%

3 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636%

4 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636% 3.636%

Table 2
Residential Rental Property (31.5-year)

Use the column for the month of taxable year placed in service

Year 1 2 3 4 5 6 7 8 9 10 11 12

1 3.042% 2.778% 2.513% 2.249% 1.984% 1.720% 1.455% 1.190% 0.926% 0.661% 0.397% 0.132%

2 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175%

3 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175%

4 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175% 3.175%

For property located outside of the United States, the taxpayer 
must use an alternative method of depreciation under MACRS. 
Therefore, residential  rental property located in a foreign coun try 
would be depreciated over a 40-year recovery period. 

REPORTING DEPRECIATION

The depreciation deduction is shown on line 20 of Schedule E (see 
Exhibit 2). Use Form 4562, Depreciation and Amortization only if 
you placed an asset in service in the current year, you depreciate 
listed property or you claim a Section 179 expense. 




